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BELLA VISTA WATER COMPANY, INC.
DOCKET no. W-02465A-09-0411 ET AL.

SUMMARY oF THE TESTIMONY OF JODI A. JERICH
ON BEHALF OF THE RESIDENTIAL UTILITY CONSUMER OFFICE

RUCO believes, as a general rule, that cost of service rate design is the
cornerstone to sound ratemaking. However, based on the individual facts and
circumstances of this docket, RUCO would not object to a consolidated rate
design for the Bella Vista, Northern Sunrise and Southern Sunrise water
systems.

RUCO believes the Commission could find that the policies in favor of rate
consolidation outweigh those policies against rate consolidation as applied to the
facts surrounding this case.

In summary, RUCO does not object to rate consolidation for the following
reasons:

1. All three systems have similar water consumption patterns so a
consolidated rate design would not distort price signals and contradict
the Commission's important goal of water conservation.

2. The three systems draw from the same water source.

3. Two of the three systems (Bella Vista and Southern Sunrise) are
physically interconnected and the third system (Northern Sunrise) is
only six miles from Bella Vista. Liberty is in essence a "regional" water
provider.

4. The utility has a history of acquisition of small water utilities and rate
consolidation. in 1999, it acquired Nicksville Water and consolidated
its rates with Bella Vista (Decision No. 61730). in 2006, the utility
acquired the McLain water systems and consolidated its seven
systems into the Northern and Southern Sunrise systems (Decision
No. 68826).

5. Rate consolidation could encourage the Company to purchase other
small, struggling water systems. In general, rate consolidation
provides an incentive for larger water utilities to acquire small water
systems that lack economies of scale to adequately maintain their
systems at an affordable rate for its customers. East Slope Water,
Antelope Run and Indiana are small water utilities located within five
miles of the Liberty systems and have pending ADEQ enforcement
cases. While Bella Vista does not signal an interest in the purchase of
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these companies at this time, a consolidated rate design may lead to
future consideration of acquiring one or more of these systems.

If the Commission finds that consolidation is the appropriate outcome, it should
consider RUCO's proposal to mitigate the magnitude of the initial revenue shift
and to avoid one system (Bella Vista) bearing an increase so that the other two
systems receive an unearned decrease. As such, RUCO proposes its Option G.
The purpose of Option G is to keep the increase for Bella Vista customers as low
as possible while avoiding an increase in rates for the Northern Sunrise and
Southern Sunrise customers.

Attached to this summary is a Second Revised Exhibit C which updates the
original Exhibit C with figures from Staff's Surrebuttal Testimony and the
Company's Rejoinder Testimony.
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